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MINISTRY OF LAW AND JUSTICE 
(Legislative Department) 

New Delhi, the 23r</ October, 1989/Kiartifca 1, 19il (Saka) 


The following Act of Parliament received the assent of the President 
on the 20th October, 1989, and is hereby published for general informa¬ 
tion:— I ^ 

THE DIRECT TAX LAWS (SECOND AMENDMENT) ACT, 1989 


No. 36 OF 1989 


V 


[20th October, 1989.] 

An Act further to amend the Income-tax Act, 1961, the Wealth-tax 
Act, 1957 and the Oifi-tax Act, 1958. 

Be It enacted by Parliament in the Fortieth Year of the Republic of 
India as follows; — 


CHAPTER I 

PRELIMTNARy 

1. (1) This Act may be called the Direct Tax Laws (Second Amend- Short 
ment) Act, 1989. 

commence* 

(2) Save as otherwise provided in this Act, it shall come into force 
on the 1st day of April, 1990. 


( 1 ) 
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CHAPTER II 

Amendments to the Income-tax Act, 1961 

2. In section 2 of the Income-tax Act 1961 (hereinafter referred to 43 of 1961 , 
as the Income-tax Act),— 

(i) for clause (39), the following clause shall be substituted and 
shall be deemed to have been substituted with effect from the 1st day 
of April, 1989, namely; — 

‘ (39) “registered firm’’ means a firm registered under the pro- 
vis-ons of clause (a) of sub-section (1) of section 185 or deemed 
to be registered undo the provisions of sub-section (6) of that 
section or under those provisions read with sub-section (7) of 
section 1&4;’; 

(ii) after clause (42B)^ the following clause shall be inserted, 
namely: — 

‘ (42C) “security” means a Government security as defined in 
clause (2) of section 2 of the Public Debt Act, 1944;’. 18 of 1944. 

3. In section 6 of the Income-tax Act, in clause (1), in sub-clause (c), 

for the Eocplanation, the following Explanation shall be substituted, 
namely:— * 

‘Explayiation. —In the case of an individual,— 

(a) being a citizen of India, who leaves India in any pre¬ 
vious year for the purposes of employment outside India, the 
provis'ons of sub-clause (c) shall apply in relation to that year 
aa If for the words “sixty days”, occurring therein, the words 
“one hundred and eighty-two days” had been substituted; 

(b) being a citizen of India, or a person of Indian origin 
within the moaning of Explanation to clause (e) of section 115C, 
who, being outside India, comes on a visit to India m any pre¬ 
vious year, the provisions of sub-clause (c) shall apply In rela¬ 
tion to that year as if for the words “sixty days”, occurring 
therein, the words “one hundred and fifty days’’ had been sub¬ 
stituted.’, 

4. In section 10 of the Income-tax Act,-— 

(a) for clause (5), the following clause shall he substituted and 
shall be deemed to have been substituted with effect from the 1st 
day of April, 1989, namely:— 

‘(5) in the case of an individual, the value of any travel 
concession or assistance received by, or due to, him,— 

(a) from his employer for himself and his family. In 
connection with his proceeding on leave to any place in India; 

(b) from his employer or former employer for himself 
and his family, in connection with his proceeding to any 
place in India after retirmaent from service or after the 
termination of his service, 

subject to such condilions as may he prescribed (including con¬ 
ditions as to number of journeys and the amount which shall 
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be exempt per head) having regard to the travel concession or 
assistance grante i to the employees of the Central Government: 

Provided that the amount exempt under this clause shall In 
no case exceed the amount of expenses actually incurred for the 
purpose of such travel. ' 

Explanation —- For the pn'poses of this clause^ “family”, in 
relation to an individual, means— 

(?) the spousei and children of the individual; and 

(ii) the parents, brothers and sisters of the individual 
or any of them, wholly or mainly dependent on the indivi¬ 
dual;’; 

(h) in clause (14), to sub-clause (li), the following proviso shall 
be added and shall he deemed to have been added with effect from 
the 1st day of Anril, 1989, namely:— ' 

“Pi ovlded that nothing in sub-clause (h) shall apply to 
any ah nvance in the nature of personal allowance granted to 
the ascessee to remunerate or compensate him for performing 
duties of a special nature relating to his ofElce or employment 
unless such allowance is related to the place of his posting or 
residence.”. 

5. After section 33AB of the Income-tax Act, the following section 
shall be inserted, namely:—. ' 


‘33AC. (1) In the case of an assessee, being a public company 
formed and registered in India with the main object of carrying 
on the business of operation of ships, there shall, ini accordance with 
and subject to the provisions of this section, be allowed a deduction 
of an amount, not exceeding the total income (computed before 
makmg any deduction under this section and Chapter VTA), as is 
debited to the profit and loss account of the previous year in res¬ 
pect of which the deduction is to he allowed and credited to a reserve 
account to be utilised in the manner laid down in sub-section (2): 

Provided that where the aggregate of the amounts carried to 
.such reserve account from time to time exceeds twice the amount 
of the paid-up t-haro capital (excluding the amounts caoitalised 
from resorve‘=^ of the assessee. no allowance under this sub-section 
shall he mado ip of such excess. ' 

(2) The amount credited to the reserve account under sub-sec¬ 
tion (I) shall be utilised by the assessee before the expiry of a period 
of eight years next followmg the previous year in which the amount 
was credited— 

(a) for acquiring a new ship for the purposes of the business 
of the assessee; and 

(h) until the acquisition of a new ship, for the purposes 
of the business of the assessee other than for distribution by way 
of dividends or profits or for remittance outside India as profits 
or for the creation of any asset outside India, 


Insertion 
ol new 
section 
33AC. 
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for 

shipping 

business. 
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(3) Where any amount credited to the reserve account under sub- 
section {1 ),— 

(a) has been utilised for any purpose other than that referred 
to in clause (a) or clause (b) of sub-section (2), the amount «o 
utilised; or 

(b) has not been utilised for the purpose specified In cUuM 
(a) of sub-section (2), the amount not so utilised; or 

(c) has been utilised for the purpose of acquiring a new ahlp 
as specified in clause (a) of sub-section (2). but such ship ig sold 
or otherwise transferred by the assessee to any person at any 
time before the expiry of eight years from the end of the previous 
year in which it was acquired, the amount so utilised in acquiring 
the ship, 

shall be deemed to be the profits,— 

(i) in a case referred to in clause (a), in the year in which 
the amount was so utilised; or 

(ii) in a case referred to in clause (b), in the year immedi¬ 
ately following the period of eight years specified in suh-sectlou 
(2); or 

(Hi) in a case referred to in clause (c), in the year in which 
the sale or transfer took place, 

and shall be charged to tax accordingly. 

Explanation. —For the purposes of this section,— 

(a) “public company” shall have the meaning assigned to it 
in section 3 of the Companies Act, 1956; 

(b) “new ship” shall have the same meaning as in clauae 
(ii) of sub-section (2) of section 32AB.*, 


Amend¬ 
ment of 
section 48. 


6, In section 48 of the Income-tax Act, in sub-section (/), to clausa 
(a), the following proviso and the Explanation thereto shall be added, 
namely: — 

‘Provided that in the case of an assesses, who is a non-resident 
Indian, capital gains arising from the transfer of a capital asset being 
shares in, or debentures of, an Indian company shall be computed by 
converting the cost of acquisition, expenditure Incurred wholly and 
exclusively in connection with such transfer and the full value of the 
coiisideration received or accruing as a result of the transfer of the 
capital asset Into the same foreign currency as was initially utlllaed 
In the purchase of the shares or debentures, and the capital gains so 
computed In such foreign currency shall be reconverted into Indian 
currency, so however, that the aforesaid manner of computation of 
capital gains shall be applicable in respect of capital gains accruing 
or arising from every re-investment thereafter in, and sale of, shares 
in, or debentures of, an Indian company. 

Explanation-—Eor the purposes of this clause,— 

(i) “non-resident Indian” shall have the same meaning a« In 
clause (c) of section 115C; 


1 of IS&Q. 
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46 of 1973. 


13 of 1989. 


46 of 1959. 


(ii) “foreign currency” and “Indian currency” shall have the 
meanings respectively assigned to them in section 2 of the 
Foreign Exchange Regulation Act, 1973; 

(iti) the conversion of Indian currency into foreign cur¬ 
rency and the reconversion of foreign currency into Indian 
currency shall be at the rate of exchange prescribed In this 
behalf.’. 

7. In section 80C of the Income-tax Act,— 

(a) in sub-section (2),— 

(i) in clause (a ),— 

(A) in sub-clause (ii), after the words “deferred an¬ 
nuity”, the words, brackets, figures and letters not being 
an annuity plan referred to in clause (ii) of sub^-seetion (/) 
of section 80CCA,” shall be inserted; 

(B) in sub-clause (u),— 

(1) the brackets and words “(hereafter in thia 
section referred to as the Unit-linked Insurance Plan)” 
shall be omitted; 

(2) the word “or” shall be inserted at the end; 

(C) after sub-clause (v), the following sub-clause shall 
be inserted, namely: — 

“(vi) as a contribution for participation in any such 
unit-linked insurance plan of the LIC Mutual Fund 
notified under clause (23D) of section lO, as the Central 
Government may, by notification in the Official Gazette, 
specify in this behalf;”; 

(ii) in clause (h), after sub-clause (ia) [as inserted by the 
Finance Act, 1989], the following sub-clause shall be inserted, 
namely:— 

“(ib) as subscription to any such savings certificate a* 
defined in clause (c) of section 2 of the Government Savings 
Certificates Act, 1959, as the Central Government may, by 
notification in the Official Gazette, specify in this behalf;”; 

(iii) in clauses (g) and (h), for the words “Union territo¬ 
ries of Dadra and Nagar Haveli and Goa, Daman and Diu”, 
wherever they occur, the words “State of Goa and the Union 
territories of Dadra and Nagar Haveli and Daman and Diu” shall 
be substituted; 

(iv) after clause (h), the following clause shall be inserted 
and shall be deemed to have been inserted with effect from the 
1st day of April, 1984, namely: — 

“ (i) where the assessee is an individual or a Hindu un¬ 
divided family or where the assessee is an association of 
persons or a body of individuals consisting, in either case, 
only of husband and wife governed by the system of com¬ 
munity of property in force in the State of Goa and the 
Union territories of Dadra and Nagar Haveli and Daman 
and Diu, any sums paid in the previous year by such asses¬ 
see out of his or its income chargeable to tax as subscription 
to the National Savings Certificates (VI Issue) and National 
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Savings Certificates (VII Issue) issued under the Govern¬ 
ment Savings Certificates Act, 1959;”; 

(b) in sub-section (5),— 

(i) for the words “the Unit-linked Insurance Plan”, the 
words, brackets, figures and letters “any unit-linked insurance 
plan referred to in sub-clause (u) or sub-clause (ui) of clause 
(a) of sub-section (2)” shall be substituted; 

(ii) for the words “participating in the plan, terminates his 
participation in the plan”, the words “participating in any such 
plan, terminates his participation in that plan” shall be substi¬ 
tuted; 

(c) in sub-section (6), in Explanation 2, for the words “the 
Unit-linked Insurance Plan”, the words, brackets, figures and letters 
“any unit-linked insurance plan referred to in sub-clause (u) or sub- 
clause (tn) of clause (a) of sub-section (2)” shall be substituted. 


Amend¬ 
ment of 
section 
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8. In section 80CC of the Income-tax Act, In sub-section (3),— 

(i) in clause (a),— 

(a) in sub^lause (in), for the word “authority”, the words 
“authority; or” shall be substituted; 

(b) after sub-clause (Hi), the following sub-clause shall be 
inserted, namely:— 

“(iu) operation of ships;”; 

(ii) to clause (b), the following proviso shall bo added, 

namely:— 

“Provided that this clause shall not apply In the case of an 
issue of equity shares made by a public company formed and 
registered in India with the main object of carrying on the busi¬ 
ness of operation of ships;”, 

8. In section SOL of the Income-tax Act, in sub-section (I), after 
clause (i), the following clause shall be inserted and shall be deemed 
to have been inserted with effect from the 1st day of April, 1964, namely: — 

“(io) interest on National Savings Certificates (VI Issue) and 
National Savings Certificates (VII Issue) issued under the Govern¬ 
ment Savings Certificates Act, 1959;”. 

10. After section 115BB of the Income-tax Act, the following section 
ahall be inserted, namely: — 


“115BBA. (1) Where the total income of an assessee,— 

(a) being a sportsman (including an athlete), who is not 
a citizen of India and is a non-resident, includes any income 
received or receivable by way of— 

(i) participation in India in any game (other than a game 
the winnings wherefrom are taxable under section 115BB) 
or sport; or 

(ii) advertisement; or 


46 of 1959, 


46 of 1959. 
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(Hi) contribution of articles relating to any game or sport 
in India in newspapers, magazines or journals; or 

(b) being a non-resident sports association or institution, in¬ 
cludes any amount guaranteed to be paid or payable to such 
association or institution in relation to any game (other than 
a game the winnings wherefrom are taxable under section 116BB) 
or sport played in India, 

the income-tax payable by the assessee shall be the aggregate of— 

(i) the amount of income-tax calculated on income referred 
to in clause (a) or clause (b) at the rate of ten per cent.; and 

(ii) the amount of income-tax with which the assessee 
would have been chargeable had the total income of the assessee 
been reduced by the amount of income refeiTed to in clause (o) 
or clause (b); 

Provided that no deduction in respect of any expenditure or 
allowance shall be allowed under any provision of this Act in comput¬ 
ing the Income referred to in clause (a) or clause (h). 

(2) It shall not be necessary for the assessee to furnish under 
sub-section (1) of section 139 a return of liis income if — 

(a) his total income in respect of which he Is assessable 
under this Act during the previous year consisted only of Income 
referred to in clause (a) or clause (b) of sub-sectlon (i); and 

(b) the tax deductible at source under the provisions of 
Chapter XVII-B has been deducted from such income.”, 

11. In section 115D of the Income-tax Act, In sub-section (2), In 
clause (a), for the words, figures and letter “under Chapter VI-A”, the 
words, brackets, figures and letters “under sub-section (2) of section 48 or 
under Chapter VI-A” shall be sub.stituted and sliall be deemed to have 
been substituted with effect from thu 1st day of April, 1988. 

12. In section 115J of the Income-tax Act, in the Explanation ,— 

(i) in clause (b), after the words, figures and letters “reserves 
specified In section 80HHD”, the words, brackets, figures and letters 
“or sub-section (1) of section 33AC” shall be inserted; 

(ii) after clause (Ji), the following clause shall be Inserted, 
namely: — 

"(ha) the amount deemed to be the profits under sub-soctioii 
(3) of section 33AC;”. 

13. In section 139 of the Income-tax Act, in sub-section (1), in the 
Explanation^ in clause (b), in sub-clause (i), after the words “to be audi¬ 
ted”, the words “or in the case of a partner of a firm where the accounts 
of the firm are required to be so audited” shall be inserted and shall be 
deemed to lave been inserted with effect from the 1st day of April, 1980. 

14. In section 140A of the Income-tax Act, after sub-section (3), the 
following sub-section shall be inserted and shall be deemed to have been 
inserted with effect from the Jst day of April, 1989, namely: — 

"(4) The provisions of this section as they stood immediately 
-before their amendment by the Direct Tax Laws (Amendment) Act, 
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J987, shall apply to and in relation to any assessment for the assess¬ 
ment year commencing on the 1st day of April, 1988, or any earlier 4 ot 1M8. 

assessment year and references in this section to the other provisions 
of this Act shall be construed as references to those provisions as 
,|or the time being in force and applicable to the relevant assessment 
year.”. 

15. In section 142 of the Income-tax Act^ after sub-section (3), tiie 
following sub-section shall be inserted and shall be deemed to have been 
inserted with effect from the 1st day of April, 1989, namely:— 

“(4) The provisions of this section as they stood immediately 
before their amendment by the Direct Tax Laws (Amendment) 

Act, 1987, shall apply to and in relation to any assessment for the 
assessment year commencing on the 1st day of April, 1988, or any 4 of 1988. 

earlier assessment year and references in this section to the other 
provisions of this Act shall be construed as references to those pro¬ 
visions as for the time being in force and applicable to the relevant 
assessment year.”. 

16. In section 143 of the Income-tax Act, the following amendments 
shall be made and shall be deemed to have been made with effect from 
the 1st day of April, 1989, namely:— 

(o) in sub-section (1),— 

(i) in clause (a),— 

(1) after the first proviso, the following proviso shall 
be inserted, namely: — 

“Provided further that where adjustments are made 
under the first proviso, an intimation shall be sent to 
the assessee, notwithstanding that no tax or interest is 
found due from him after making the said adjustments:”; 

(2) in the existing second proviso, for the words “Pro¬ 
vided further”, the words “Provided also” shall be substi¬ 
tuted; 

(ii) in clause (b)^ after the words “an order made under’’, 

the words, brackets and figures “sub-section (3) of this section or 
section 144 or” shall be inserted; ' 

{in) after clause (b), the following clause shall be inserted, 
namely: — 

“ (c) Where the assessee is a partner of a firm or a meui- 
ber of an association of persons or body of individuals and 
as a result of the adjustments made under the first proviso 
to clause (a) of sub-section (1) in the income or loss declared 
in the return made by the firm, association or body, as the 
case may be, or as a result of an order made under sub-section 
(3) of this section or section 144 or section 147 or section 154 
or section 155 or sub-section (1) or sub-section (2) or sub¬ 
section (5) or sub-section (5) of section 185 or sub-section 
(1) or sub-section (2) of section 186 or section 250 or section 
2S4 or section 260 or section 262 or section 263 or section 264, 
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or any order of settlement made under sub-section (4) of 
section 245D, passed subsequent to the filing of the return 
referred to in clause (a), there is any variation in his share in 
the income or loss of the firm, association or body, as the case 
may be, or in the manner of inclusion of his share in the 
returned income, then,— 

(i) if any tax or interest is found due, an intimation 
shall be sent to the assessee specifying the sum so pay¬ 
able, and such intimation shall be deemed to be a notice 
of demand issued under section 156 and all the provisions 
of this Act shall apply accordingly, and 

(ii) if any refund is due, it shall be granted to the 
assessee: 

Provided that an intimation for any tax or interest due 
under this clause shall not be sent after the expiry of four 
years from the end of the financial year in which any such 
adjustments were made or any such order was passed.”; 

(b) in sub-section (lA ),— 

(i) in clause (a), for the words “the proviso’’, the words “the 
first proviso” shall be substituted; 

(ii) in the Explanation, in clause (i), for the words “the pro¬ 
viso”, the words “the first proviso” shall be substituted; 

(c) in sub-section (2),— 

(i) in the opening portion, for the words, brackets and figure 

“In a case referred to in sub-section (1). if the Assessing Officer", 
the words, figures and brackets “Where a return has been made 
under section 139, or In response to a notice under sub-section (I) 
of section 142, the Assessing Officer shall, if he’’ shall be subs¬ 
tituted; ' ^ 

(ii) for the words “he shall serve on the assessee”, the words 
"serve on the assessee” .shall be substituted; 

(d) after sub-section (3), the following sub-sections shall be in¬ 
serted, namely:— I 

"(4) Where a regular assessment under sub-section (3) of 
this section or section 144 is made,— 

(a) any tax or interest paid bv the assessee under sub¬ 

section (1) shall be deemed to have been paid towards such 
regular assessment; ' 

(b) If no refund Is due on regular assessment or the 
amount refunded under sub-section (1) exceeds the amount 
refundable on regular assessment, the whole or the excess 
amount so refunded sh-all be deemed to be tax nayablc bv Ihe 
assessee and the provisions of this Act shall apply accordingly. 

(5) The provisions of thi-^ sp'^bon a-j thev stood immediately 
before their amendment by the Direct Tax Laws (Amendment) 
Act, 1987, shall apply to and in relation to any assessment for the 
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Amend¬ 
ment of 
section 
144. 


Amend¬ 
ment of 
section 
149. 


assessment year commencing on the 1st day of April, 1988, or any 
earlier assessment year and references in this section to the other 
provisions of this Act shall be construed as references to those 
provisions as for the time being in force and applicable to the 
relevant assessment year,”. 

17. Section 144 of the Income-tax Act shall be renumbered as sub- 
section (1) thereof and after sub-section (I) as so renumbered, the follow¬ 
ing sub-section shall be inserted and shall be deemed to have been 
inserted with effect from the 1st day of April^ 1989, namely; — 

“(2) The provisions of this section as they stood immediately 
before their amendment by the Direct Tax Laws (Amendment) Act, 
1987, shall apply to and in relation to any assessment for the assess¬ 
ment year commencing on the 1st day of April, 1988, or any earlier 
assessment year and references in this section to the other provisions 
of this Act shall be construed as references to those provisions as 
for the time being in force and applicable to the relevant assessment 
year.”. ' 

18. Tn section 149 of thg Income-tax Act, in sub-section (1), in clause 
(a), in sub-clause (iii), for the words “more than rupees one lakh’’, the 
words "rupees one lakh” shall he substituted and shall be deemed to 
have h^en substituted with effect from the 1st day of April, 1989. 


Amend¬ 
ment of 
section 
184. 


19. In section 184 of the Income-tax Act, in sub-section (7), after the 
words “is granted”, the words “or is deemed to have been granted” shall 
be Inserted and shall he deemed to have been inserted with effect from 
the 1st day of April, 1989. ' ' 


Amend¬ 
ment of 
section 
185. 


2fl. Tn section 185 of the Income-tax Act after sub-section (.5), the 
following sub-sectlonq shall he in^ertpr* ond chah be deemed to have been 
inserted with effect from the 1st day of April, 1989, namelv: — 

“ (6) Notwithstanding anything contained in sub-sections (I) to 
(4), where a firm has made an application for registration in relation 
to an assessment year and has furnished the return for that assessment 
year, such firm shall be deemed to have been registered under this 
section on the expiry of the period for serving notice as specified 
in the proviso to sub-section (2) of section 143 in respect of such 
return; 


Provided that oothmg in this sub-section shall affect the power 
of the Assessing Officer to intimate the defect to the firm under sub¬ 
section 121 and where any such intimation is sent all the prnvistons 
of Eiih-section (2) shall apply. 

(7) The nrow’sions of this section as thev stood immediatolv 
hetore thew pmeurlment bv Dn'^'^t Tax Laws CRecoud Amend- 
men+l Act, 1QP9 shall annlv to and to relation to auir assessment 
for tbo ^cqo.^oment vear commencing on the 1st da" of Anril 1928, 
Or any earlier assps^ment vear and references 1n thto sectio^ t i the 
ottaer nm-^dctoriq this Act shall he construed as references to t''ansp 
nrnv’stons as for ttip time heino- in force and anplicahle to the rele¬ 
vant asse.ssmcnt year-”- 
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21. In section 186 of the Income-tax Act, the following amendments 
shall be made and shall be deemed to have been made with effect from 
the 1st day of April, 1989, namely: — 

(a) in sub-section (1),— 

(i) after the words “firm has been registered’’, the words “or 
is deemed to have been registered” shall be inserted; 

(ii) the words “and with the previous approval of the 
Deputy Commissioner.’' shall be omitted; 

(Hi) In the proviso, after the words “registration has been 
granted”, the words “or is deemed to have been granted” shall 
be inserted; 

(iv) after the existing proviso, the following proviso shall 
be inserted, namely:— 

“Provided further that the Assessing Officer shall not 
cancel the registration granted under sub-section (i) of 
section 185 except with the previous approval of the Deputy 
Commissioner.”; 

(b) in sub-section (2), after the words “firm has been register¬ 
ed”, the words “or is deemed to have been registered” shall be 
inserted. 

22. After section 194D of the Income-tax Act, the following section 
shall be inserted With effect from the 1st day of November^ 1989, 
namely: — 

“194E. Where any income referred to in section 115BBA is pay¬ 
able to a non-resident sportsman (including an athlete) who is not a 
citizen of India or a non-resident sports association or institution, 
the person responsible for making the payment shall, at the time 
of credit of such income to the account of the payee or at the time 
of payment thereof in cash or by issue of a cheque or draft or by any 
other mode, whichever is earlier, deduct income-tax thereon at the 
rate of ten per cent,”. 

23. In section 195 of the Income-tax Act, in sub-section (I), before 

the Explanation, the following proviso shall be inserted and shall be 
deemed to have been inserted with effect from the 1st day of June, 1987, 
namely:— | 

“Provided that in the case of interest payable by the Government 
or a public sector bank w’thln the meaning of clause (23D) of section 
10 or a public financial institution within the meaning of that clause, 
deduction of tax shall be made only at the time of payment thereof 
in cash or by the issue of a cheque, or draft or by any other mode.”. 

24. In sections 108, 199, 200, 202, 203, 203A, 204 and 205 of the Income- 
tax Act, after the word, figures and letter “section 194D,”, the word, 
figures and letter "section 194E,” shall be inserted with effect from the 
1st day of November, 1989. 
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25. For section 241 of the Income-tax Act, the following section shall 
be substituted and shall be deemed to have been substituted with effect 
from the 1st day of April, 1&89, namely: — 


“241, Where refund of any amount becomes due to the assesaee 
as a result of an order under this Act or rmder the provisions of sub¬ 
section (1) of section 143 after a return has been made under section 
139 or in response to a notice under sub-section (1) of section 142 and 
the Assessing Officer is of the opinion, having regard to the fact that— 

(i) a notice has been issued, or is likely to be issued, under 
sub^section (2) of section 143 in respect of the said return; or 

(ii) the order is the subject-matter of an appeal or further 
proceeding; or 

(iii) any other proceeding under this Act is pending, 

that the grant of the refund is likely to adversely affect the revenue, 
the Assessing Officer may, with the previous approval of the Chief 
Commissioner or Commissioner, withhold the refund till such time as 
the Chief Commissioner or Commissioner may determine.”. 

26. Section 275 of the Income-tax Act shall be renumbered as sub¬ 
section (1) thereof and after sub-section (1) as so renumbered, the fol¬ 
lowing sub-section shall be inserted and shall be deemed to have been 
inserted with effect from the 1st day of April, 1989, namely: — 

“(2) The provisions of this section as they stood immediately 
before their amendment by the Direct Tax Laws (Amendment) Act, 

1987, shall apply to and in relation to any action initiated for the 4 of 1988. 
imposition of penalty on or before the 3lst day of March, 1989.’'. 

CHAPTER III 

Amendments to the Wealth-tax Act, 1967 

27. In section 15B of the Wealth-tax Act, 1957 (hereinafter referred to 27 1957. 

as the Wealth-tax Act), after sub-section (3), the following sub-section 
shall be inserted and shall be deemed to have been inserted with effect 
from the 1st day of April, 1989, namely;— , ^ 

“ (4) The provisions of this section as they stood immediately be¬ 
fore their amendment by the Direct Tax Laws (Amendment) Act 
1987, shall apply to and in relation to any assessment for the assess- 4 of I98fc 
ment year commencing on the 1st day of April, 1988, or any earUer 
assessment year and references in this section to the other provisions 
of this Act shall be construed as references to those provisions as for 
the time being In force and applicable to the relevant assesement 
year.”. 
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28. In section lb o± Ine vVealth-tax Act, the loliowing amendmenti. 
shall be made ana snail be deemed to nave been made wiui eiieci Horn 
tile 1st day ol April, lUciy, namely — 

(a) in sub-section (1),— 

(i) m clause {<0,— , 

(1) after the hrst pioviso, the following proviso shall be 
inserted, namely. — 

‘ Provided iuither tnat where adjustments aie made 
under the hrst proviso, an intimation shall be sent to the 
assessee, notwithstandmg that no tax or mterest is found 
due from him after makmg the said adjustments: 

(2) in the existing second proviso, for the words “Pro¬ 
vided further”, the words “Provided also’’ shall be sub¬ 
stituted, 

i ¥ 

(u) m clause (b), after the words “an order made under”, 
the words, brackets and figures “sub-section (3) or sub-section 

(a) of this section or” shall be inserted, 

(b) m sub-section (lA), m clause (o), for the words “the pro¬ 
viso”, the words “the first proviso” shall be substituted; 

(c) in sub-section (2),— 

(a.) in the openmg portion, for the words, brackets and 
figure “In a case referred to in sub-section (1), if the Assessing 
Oltlcer”, the words, figures and brackets "Where a return has 
been made tmder section 14 or section 16, or in response to a 
notice under clause (i) of sub-section (4) of this section, the 
Assessing Officer shall, if he” shall be substituted; 

(u) for the words “he shall serve on the assessee”, the 
words “serve on the assessee” shall be substituted; 

(d) after sub-section (5), the following sub-sections shall be in¬ 
serted, namely:— I , 

“(6) Where a regular assessment under sub-section (3) or 
sub-section (5) is made,— 

(a) any tax or interest paid by the assessee under sub¬ 
section (1) shall be deemed to have been paid towards such 
regular assessment; 

(b) if no refund is due on regular assessment or the 
amount refunded under sub-section (1) exceeds the amount 
refundable on regular assessment, the whole or the excess 
amount so refunded shall be deemed to be tax payable by 
the assessee and the provisions of this Act shall apply accord¬ 
ingly- I 

(7) The provisions of this section as they stood Immediately 
before their amendment by the Direct Tax Laws (Amendment) 
Act, 1987, shall apply to and in relation to any assessment for the 
assessment year commencing on the 1st day of April, 1988, or any 
earlier assessment year and references in this section to the other 


Amend¬ 
ment of 
section 16. 


4 of 1988. 



tJhe aAZEl'rii; OF India liXlaAOisDiNABY 


l4 


[Part II— 


Amend, 
ment of 
section 
34A. 


Amend, 
ment of 

Schedule 

ni. 

special 
provision 
for quoted 
shares of 
companies. 


provisions of this Act siiaii be construed as reierences to tdose 
pioviiiOiis lor tue iiiiie otniig m roice unu appiicaoie lo tne rele¬ 
vant assessment year.”. , 

1 r 

29. In section 34A of the Wealth-tax Act, for sub-section (2), the 
following sub-section sliall be substituted and shall be deemed to have 
been suostituted with eltect from tue Ist day ol April, 1U89, namely; — 

“ (2) Where relund of any amount becomes due to the assessee 
as a result ol an order under this Act or under the provisions of sub¬ 
section (J) of section 16 after a return has been made under section 
il or section lb or in response to a notice under clause oi suo- 
section (4) ot section 16 and the Assessing Olhcer la of the opinion, 
having regard to the fact that— 

(i) a notice has been issued, or^ is likely to be issued, under 
sub-section (2) of section 16 in respect of tne said return^ or 

(ii) the order is the subject-matter of an appeal or further 
proceeding; or 

(Hi) any other proceeding imder this Act is pending, 

that the grant of the refund is likely to adversely affect the revenue, 
the Assessing Officer may, with the previous approval of the Chief 
Commissioner or Commissioner, withhold the refund till such time 
as the Chief Commissioner or Commissioner may determine.”. 

30. In Schedule III to the Wealth-tax Act,— 

(a) after rule 9, the following rule shall be inserted, namely: — 

‘9A. Notwithstanding anything in rule 9, the value of an 
equity share in any company which is a quoted share may, at the 
option of the assessee, be taken on the basis of the average of 
the value quoted on the 31st day of March immediately preced¬ 
ing the assessment year and the values quoted in respect of such 
share on the said dates in relation to each of the immediately 
preceding four assessment years, or where there is no such quo¬ 
tation on any of the aforesaid dates, the quotation on the 
date closest to the said date and Immediately preceding such 
date: 

Provided that where for any reason the value of such share 
is quoted in relation to lesser number of assessment years than 
the said four assessment years, then the value or values so quo¬ 
ted shall be taken into account for the purposes of the aforesaid 
average; 

Provided further that where the assessee opts for the ave¬ 
rage of the values so quoted, he shall get such values certified 
by an accountant and attach the certificate to the return of 
wealth in respect of the relevant assessment year. 

Explanation .—^For the purposes of this rule, “accountant” 
shall have the same meaning as in the Explanation below sub¬ 
section (2) of section 288 of the Income-tax Act.’; 

(b) in rule 12, sub-rules (5) and (5) shall be omitted and 
shall be deemed to have been omitted with effect from the 1st day 
of April, 1989. 


t 
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CHAPTER IV 

Amendm*ents to the Gift-tax Act, 1958 

18 of 1958, 31. In section 14B of the Gift-tax Act, 1958 (hereinafter referred to 

as the Gift-tax Act), after sub-section (3), the following sub-section 
shall be inserted and shall be deemed to have been inserted with effect 
from the Ist day of April, 1989, namely; — 

“(4) The provisions of this section shall apply in respect of as¬ 
sessment for the assessment year commencing on the 1st day of 
April, 1939 and subsequent assessment years.”. 

32. In section 15 of the Gift-tax Act, the following amendments shall 
be made and shall be deemed to have been made with effect from the 1st 
day of April, 1989, namely:— ■ 

(a) in sub-section (1),— 

(i) in clause (a),— 

(1) after the first proviso, the following proviso shall 
be inserted, namely:— 

“Provided further that where adjustments are made 
under the first proviso, an intimation shall be sent to tlie 
assessee, notwithstanding that no tax or interest is found 
due from him after making the said adjustments:’’; 

(2) in the existing second proviso, for the words “Pro¬ 
vided further”, the words “Provid-ed also” shall he sub¬ 
stituted; 

(ii) in clause (b), after the words “an order made under”, 
the words, brackets and figures “sub-section (3) or sub-section 
(5) of this section or” shall be inserted; 

(b) in sub-section (lA), in clause (a), for the words “the pro¬ 
viso”, the words “the first proviso” shall be substituted; 

(c) in sub-section (2),— ' 

(i) in the opening portion, for the words, brackets and 
figure “In a case referred to in sub-section (I), if the Assessing 
Officer”, the words, figures and brackets “Where a return has 
been made under section 13 or section 14 or in response to a 
notice under clause (i) of sub-section (4) of this section, the 
Assessing Officer shall, if he” shall be substituted; 

(ii) for the words “he shall serve on the assessee”, the words 
“serve on the assessee” shall be substituted; 

(d) after sub-section (6), the following sub-sections shall be 
inserted, namely;^— 

“(7) Where a regular assessment under sub-section (3) 
or sub-section (5) is made,— 

(a) any tax or interest paid by the assessee under sub¬ 
section (1) shall be deemed to have been paid +oward=i, such 
regular assessment: 
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(b) if no refund is due on regular assessment or the 
amount refunded under sub^section (1) exceeds the amount 
refundable on regular assessment, the whole or the excess 
amount so refunded shall be deemed to be tax payable by 
the assessee and the provisions of this Act shall apply ac¬ 
cordingly. 

(8) The provisions of this section, except those of sub-sec¬ 
tion (6), as they stood immediately before their amendment by 
the Direct Tax Laws (Amendment) Act, 1987, shall apply to 4 of 1988. 
and in relation to any assessment for the assessment year com¬ 
mencing on the 1st day of April, 1988, or any earlier assessment 
year and references in this section to the other provisions of this 
Act shall be construed as references to those provisions as for 
the time being in force and applicable to the relevant assessment 
year.”. 

33. In section 33A of the Gift-tax Act, for sub-section (3), the 
following sub-section shall be substituted and shall be deemed to have 
been substituted with effect from the 1st day of .April, 1989, namely: — 

“ (2) Where refund of any amount becomes due to the assessee 
as a result of an order under this Act or under the provisions of 
sub-section (1) of section 15 after a return has been made under sec¬ 
tion 13 or section 14 or in response to a notice under clause (i} of sub¬ 
section (4) of section 15 and the Assessing Officer is of the opinion, 
having regard to the fact that,— 

(i) a notice has been issued, or is likely to be issued, under 
sub-section (2) of section 15 in respect of the said return; or 

(ii) the order is the subject-matter of an appeal or further 
proceeding; or 

(iii) any other proceeding under this Act is pending, 

that the grant of the refund is likely to adversely affect the revenue, 
the Assessing Officer may, with the previous approval of the Chief 
Commissioner or Commissioner, withhold the refund till such time 
as the Chief Commissioner or Commissioner may determine.”. 
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